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THE  problems  of  contemporary  Iran*  can  be  ap¬ 
proached  in  two  ways.  One  starting-point  would  be 
to  consider  the  obvious  geopolitical  implications  of 
Iran’s  geographical  position  as  an  international 
crossroads  between  East  and  West,  and  as  a  corri¬ 
dor  between  Russia  on  the  one  hand,  and  the 
Persian  Gulf-Indian  Ocean  waterway  on  the  other. 
In  this  connection  the  internationally  significant 
fact  that  Iran  has  a  key  part  to  play  in  the  future 
as  one  of  the  world’s  great  oil-producing  countries 
would  also  have  to  be  taken  into  account.  Another 
starting-point  would  be  to  consider  Iran  as  a  na¬ 
tion  in  its  own  right,  having  multitudinous  prob¬ 
lems  that  urgently  require  settlement.  Many  of  its 
problems  are  due  directly  or  indirectly  to  the  im¬ 
pact  of  the  West  upon  the  East — and  as  such  are 
important  to  the  West,  if  only  as  a  lesson  and  a 
warning  of  the  predictable  results  of  Western  in¬ 
fluence  in  Near  and  Middle  Eastern  countries. 

Actually,  it  is  only  by  combining  both  points  of 
view  that  a  valid  or  useful  picture  of  the  contem¬ 
porary  scene  can  be  obtained.  The  dual  aspect  of 
Iran  and  its  problems  was  explicitly  recognized  at 
the  Tehran  Conference  in  the  Three-Power  Dec¬ 
laration  of  December  1943,  as  follows:  “The  Gov¬ 
ernments  of  the  U.S.A,  the  U.S.S.R.  and  the  United 
Kingdom  recognize  the  assistance  which  Iran  has 
given  in  the  prosecution  of  the  war  against  the 
common  enemy,  particularly  by  facilitating  trans¬ 
portation  of  supplies  from  overseas  to  the  Soviet 
Union.  The  three  Governments  realize  that  the 
war  has  caused  special  economic  difficulties  for 
Iran  and  they  are  agreed  that  they  will  continue 

I.  After  Shah  Reza  assumed  power  in  Persia,  in  1925,  he 
decreed  that  the  country  should  be  known  as  Iran.  After  his 
abdication  in  1941,  the  Foreign  Office  announced  that  the  name 
Persia  would  again  be  picrmitted. 


to  make  available  to  the  Government  of  Iran  such 
economic  assistance  as  may  be  possible,  having  re¬ 
gard  to  the  heavy  demands  made  upon  them  by 
their  world-wide  military  operations  and  to  the 
world-wide  shortage  of  transport,  raw  materials 
and  supplies  for  civilian  consumption.  .  .  . 

“The  Governments  of  the  U.S.A.,  the  U.S.S.R. 
and  the  United  Kingdom  are  at  one  with  the  Gov¬ 
ernment  of  Iran  in  their  desire  for  the  maintenance 
of  the  independence,  sovereignty  and  territorial  in¬ 
tegrity  of  Iran.’’^ 

HISTORIC.\L  RETROSPECT 

In  the  Iranian  and  Islamic  world,  Persia’s  chief 
claim  to  fame  is  its  great  literary  heritage — especial¬ 
ly  its  classical  poetry.  To  the  world  outside,  Iran  is 
famous  primarily  as  one  of  the  world’s  richest 
sources  of  oil.  The  first  Persian  Empire  became 
known  to  the  West  in  the  sixth  century  B.C.  The 
all-important  event  in  the  history  of  Medieval  Per¬ 
sia  was  the  Islamization  of  its  people  in  the  seventh 
and  eighth  centuries.  Through  conc|uest  by  and  in¬ 
timate  contact  with  Moslem  Arabs  of  the  great 
Abbasid  Caliphate  of  Baghdad,  Persians — officially 
Zoroastrian^  for  more  than  twelve  centuries — were 
converted  to  Islam;  and  Moslems  they  have  re¬ 
mained,  forming  today  the  stronghold  of  the  rela¬ 
tively  fanatical  Shi’a  sect.  When  the  Safavid  Dynasty 
c.stablished  itself  in  Iran,  at  the  beginning  of  the  six¬ 
teenth  century,  Shi’ism  was  adopted  as  the  state 
religion  and  the  modern  phase  of  Iranian  nation¬ 
alism  began.  For  some  two  and  a  half  centuries 

2.  Dfclaraiion  Regarding  Iran,  December  i,  1943.  For  text,  see 
War  Documents  (U.S.,  Department  of  State),  p.  28. 

3.  Some  0,000  of  Iran’s  million  non-Moslems  are  Zoroastrians 
today.  See  L.  P.  F.lwell-Sutton,  Modern  Iran  (London,  1942), 
P-  35- 
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thereafter,  Persian  elements  of  life  and  culture 
were  reinstated  on  the  Iranian  plateau — triumph¬ 
ing  over  Arab,  Turk  and  Tatar  intruders.  The 
Safavid  Dynasty,  known  to  the  world  chiefly 
through  the  person  of  its  famous  Shah  Abbas  I, 
succeeded  in  resisting  absorption  by  the  Ottoman 
Turks,  who  had  become  Sunni  Moslems  when  con¬ 
verted  to  Islam.  Modern  Iran’s  first  rapprochement 
with  the  West  was  across  or  around  this  Sunni 
Ottoman  colossus,  and  was  sought  by  the  Chris¬ 
tian  nations  in  the  hope  that  Iran  might  become 
their  ally  against  “the  Terrible  Turk.’’  The  Saf- 
avids  came  to  their  political  end  in  the  first  quar- 

Iter  of  the  eighteenth  century,  and  a  chaotic  after- 
math — punctuated  by  the  brief  despotism  of  Nadir 
Shah — eventually  resulted  in  the  seizure  of  power 
by  a  Turkish  tribe.  The  Turkish  Qajars  established 
their  dynasty  in  Tehran — preferring  this  northern 
city  to  the  Safavid  capital  of  Isfahan. 

The  modern  phase  of  Iran’s  relations  with  the 
West  was  heralded  by  the  Russo-Persian  treaties 
of  Gulistan  (1813)  and  Turkmanchai  (in  1828). 
Russia’s  advance  southeastward  had  begun  about 
j  one  hundred  and  fifty  years  before,  with  the  send¬ 
ing  of  the  first  Russian  embassy  to  Iran  in  1664. 

,  After  the  collapse  of  French  influence  in  the  early 
nineteenth  century,  Russian  influence  filled  the 
vacuum  in  northern  Iran  and  Russia  occupied  its 
j  northwest  provinces.  By  the  Treaty  of  Turkman- 
I  chai,  the  foreign  trade  and  th«'*  foreign  policy  of 
I  Iran  became  subject  to  Russia,  and  the  first  capitu- 

Ilations'*  were  introduced  into  Iran.  Thereafter, 
Anglo-Russian  rivalry  developed  rapidly  across  the 
Iranian  buffer  state;  and  culminated  in  the  Anglo- 
Russian  treaty  of  1907.  The  possible  future  parti¬ 
tion  of  Iran  was  presaged  by  the  division  of  that 
country  into  British  and  Russian  “spheres  of  influ¬ 
ence” — in  the  south  and  north  respectively — with  a 
neutral  buffer  zone  between  the  two. 

The  intrusion  of  the  West  into  Iran  in  the 
nineteenth  century  did  not  stop  with  political 
penetration.  Between  the  Napoleonic  wars  and 
World  War  I,  Iran  was  exposed  to  some  of  the 
'  same  Westernizing  influences  that  permeated  the 
i  neighboring  Ottoman  Empire,  and  was  intermit- 
r  tently  subjected  to  modernization.  During  World 
s  War  I,  and  despite  a  proclamation  of  neutrality, 
I  Iran  became  a  battlefield.  The  Russians  fought  the 
I  Turks  in  the  northwest  provinces;  later  the  Brit- 
I  ish  did  likewise.  The  British  also  organized  the 
[  South  Persia  Rifles,  to  buttress  Iran  against  both 
I  German  infiltration  and  the  threat  of  Turkish  in- 
I  vasion.  Eventually  a  British  flotilla  in  the  Caspian 

[4.  Treaties  concedinR  special  extraterritorial  privileges  and  im¬ 
munities  (political,  economic,  religious,  judicial,  etc.)  to  the 
nationals  of  a  foreign  power. 


Sea  drove  the  Turks  out  of  Baku  and,  in  alliance 
with  Russian  counterrevolutionaries,  defeated  a 
Bolshevik  naval  force.  British  influence  waxed  as 
Russian  influence  waned,  and  in  1919  the  govern¬ 
ment  was  faced  with  the  acceptance  of  an  Anglo- 
Iranian  treaty  which  would  have  provided  for  the 
rehabilitation  of  Iran  and  the  restoration  of  order 
under  British  supervision.  But  before  any  such  com¬ 
mitment  was  made,  the  Russians  reaffirmed  their 
interest  in  Iranian  affairs,  and  the  government  of 
Iran  was  persuaded  to  sign  a  treaty  of  alliance  with 
the  Soviet  government  (February  1921),  in  which 
the  abrogation  of  all  Russian  extraterritorial  priv¬ 
ileges  was  specifically  provided  for.  It  must  be 
noted  that,  without  the  active  support  of  Britain,  it 
is  unlikely  that  Iran  would  have  been  able  to  main¬ 
tain  its  territorial  integrity  between  1918  and  1921. 

REZA  shah’s  reforms 

As  in  the  case  of  the  Turks,  the  coming  of  peace 
in  Europe  seemed  to  galvanize  the  Iranian  nation¬ 
alist  movement  into  new  life.  The  Anglo-Iranian 
treaty  was  never  ratified;  Iran  became  one  of  the 
original  members  of  the  League  of  Nations;  and 
Reza  Khan  Sartip,  later  to  become  H.M.  Reza 
Shah  Pahlavi,  began  his  rise  to  power.  Mounting 
from  one  office  to  another,  as  Minister  of  War,  then 
as  Prime  Minister,  and  finally  as  Shahinshah,  Reza 
Khan  made  himself  virtual  dictator  in  Iran  and 
then  proceeded  to  modernize  his  country.  Inspired 
by  the  example  of  Mustapha  Kemal  Pasha  of  Tur¬ 
key,  he  imported  Western  ideas  and  techniques 
into  Iran,  at  the  same  time  rejecting  the  political 
domination  of  the  West.  The  Pahlavi  regime  was 
characterized,  accordingly,  by  economic  and  mili¬ 
tary  nationalism. 

The  outward  forms  of  constitutional  government 
were  maintained  and,  once  the  Kurds,  the  Bakh- 
tiyari  and  other  obstructionist  tribal  elements  had 
been  “pacified,”  Reza  Shah  embarked  on  a  total 
program  of  internal  reform.  The  Iranian  armed 
forces  were  reorganized  and  expanded  on  the 
model  of  Western  armies.  Communications  were 
progressively  improved:  roads  were  built;  aviation 
was  encouraged;  and  a  trans-Iranian  railway  con¬ 
necting  the  Caspian  Sea  with  the  Persian  Gulf 
was  constructed  by  the  firms  of  eight  foreign  coun¬ 
tries  but  entirely  with  Iranian  capital.  Opium  and 
oil  became  the  most  important  of  a  group  of  gov¬ 
ernment  monopolies,  and  two  state  banks  were 
founded.  Private  enterprise  was  not  outlawed  in 
Iran,  but  the  principle  of  laissez  faire  was  officially 
abandoned  and  the  government  undertook  the  pos¬ 
itive  protection  and  regulation  of  trade  and  indus¬ 
try,  including  foreign  trade — ^at  least  in  theory. 
New  state  industries  were  established,  and  new 
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factories  built  by  the  state:  sugar  factories,  cotton 
and  jute  spinning  mills  (some  of  which  were 
equipped  with  looms  for  weaving),  cement  and 
match  factories,  and  factories  for  the  making  of 
silk  cloth,  sacking  and  twine,  hosiery,  beer,  soap, 
leather,  shoes  and  glassware. 

The  state  took  an  equally  far-reaching  interest  in 
agriculture.  Important  technical  crops  were  plant¬ 
ed,  such  as  tobacco,  tea  and  cotton,  sugar  beet  and 
sugar  cane.  Farmers  were  assisted  through  the  Na¬ 
tional  Agricultural  and  Industrial  Bank,  and  a 
fixed  tax  on  agricultural  produce  was  substituted 
for  an  arbitrary  tax  on  land — which  aided  them 
still  further.  Most  of  the  revenues  yielded  by  the 
tea,  sugar,  tobacco  and  other  similar  commercial 
monopolies  were  devoted  to  such  public  enterprises 
as  railway  construction. 

Between  1923  and  1939  many  state  hospitals  were 
founded  (including  a  Pasteur  Institute),  and  a 
considerable  amount  of  paternalistic  legislation  was 
enacted.  Under  the  Ministry  of  the  Interior,  health 
services  (including  school  inspection  and  urban 
sanitation)  were  organized;  child  welfare  and  ma¬ 
ternity  services  were  inaugurated.  A  “Physical 
Training  Council,”  formed  under  the  Ministry  of 
Education,  undertook  the  supervision  of  a  Na¬ 
tional  Boy  Scout  and  Girl  Guide  movement. 
Schools  were  greatly  increased  in  number,  from 
less  than  2,000  in  1923  to  4,855  in  1935.^  A  new  uni¬ 
versity  was  also  established  in  Tehran.  The  em¬ 
bryonic  labor  legislation  of  1938  included  a  Factory 
Act  and  initiated  improvements  in  working  con¬ 
ditions.  Following  a  precedent  set  by  the  Anglo- 
Iranian  Oil  Company,  compulsory  medical  exam¬ 
ination  was  made  a  prerequisite  for  employment. 
The  unveiling  of  women  and  their  social  emanci¬ 
pation  have  gone  hand  in  hand  with  the  Western¬ 
izing  policy  of  the  Pahlavi  regime — even  to  un¬ 
restricted  employment  of  women  in  factories.  A 
new  judicial  system  was  introduced,  based  on 
French  law;  and  the  capitulations  were  officially 
abolished. 

In  spite  of  all  the  achievements  enumerated 
above,  however,  Reza  Shah’s  modernization  of 
Iran  was  only  skin-deep;  and  speeding  up  the 
process  of  Westernization  was  accompanied  by 
much  (and  widely  resented)  governmental  regi¬ 
mentation.  His  program  had  been  in  part  a  bid 
for  the  support  of  Iranian  intellectuals  and  the 
rising  middle  class.  The  nationalist  renaissance,  to 
be  effective  and  enduring,  should  have  drawn  on 

5.  S.  Simmonds,  Report  on  Economic  Conditions  in  Iran 
(London,  H.M.  Stationery  Office,  “Department  of  Overseas 
Trade,”  1935).  Machinery  for  the  state  factories  was  imported 
for  the  most  part  from  the  United  Kingdom,  Germany,  Czecho¬ 
slovakia,  France,  Denmark  and  Sweden. 


this  reserve  of  manpower;  and  the  middle-class 
intellectuals  should  have  been  strengthened  in  their 
position  with  respect  to  the  privileged  landowning 
class.  But  Reza  Shah,  himself  a  member  of  a  land¬ 
owning  family,  failed  to  fully  utilize  Iran’s  human 
— as  distinct  from  its  economic — resources.  Increas¬ 
ingly  severe  restrictions  were  placed  on  the  liberty 
of  the  individual,  freedom  of  speech  and  of  the 
press.  No  outlet  was  provided  by  Reza  Shah  for  in¬ 
dividual  ambitions  and  capacities.^ 

CONTEMPORARY  IRAN 

When  World  War  II  spread  to  the  Middle  East, 
and  the  Nazi-inspired  coup  d’etat  of  Rashid  Ali 
el-Gailani  in  neighboring  Iraq  gave  a  clear  indica¬ 
tion  of  Axis  designs  and  influence  in  the  Persian 
Gulf  area.  Allied  occupation*^®  of  Iran  was  decided 
upon — without  regard  to  that  country’s  declared 
determination  to  remain  neutral.  The  necessity  of 
putting  an  end  to  Nazi  fifth  columnist  activities^ 
in  Iran,  was  not,  of  course,  the  only  concern  of 
Allied  strategy.  India’s  back  door  had  to  be  protect¬ 
ed  against  invasion  from  the  north.  And,  above 
all,  Britain  and  the  U.S.S.R.  felt  the  need  of  organ¬ 
izing  an  efficient  war  supply  line  for  the  support 
of  Russia’s  armed  forces.  Iran  alone  was  capable 
of  providing  the  necessary  supply  corridor. 

The  Anglo-Soviet  occupation  of  August  25,  1941 
brought  about  the  downfall  of  Reza  Shah’s  per¬ 
sonal  government;  and,  when  he  went,  the  hollow 
regime  he  had  built  up  and  maintained  by  force 
collapsed — leaving  behind  political  anarchy  and  a 
“spiritual  vacuum.”  There  was  also  a  legacy  of 
financial  and  economic  maladjustment  that  was  ag¬ 
gravated  by  general  war  conditions  and  tended  to 
increase  with  every  month  of  Allied  occupation. 
Reza  Shah’s  government — which  fell  after  a  three- 
day  resistance — was  replaced  by  Majlis  and  cabinet 
rule  under  the  headship  of  his  22-year-old  son,  Mo¬ 
hammed  Reza  Shah.  The  new  government  de¬ 
cided  to  cooperate  with  the  Allies.  Russian  troops 
occupied  Azarbaijan,  the  Caspian  provinces  and 
northern  Khorasan  —  north  of  the  east-west 
(Tabriz-Tehran-Meshed)  highway — while  British  \ 
troops  occupied  the  oil  areas  of  the  south  and  ^ 
southwest.  The  joint  occupation  was  legalized  in  | 
a  tripartite  treaty  signed  by  the  governments  of  f 

6.  A.  K.  S.  Lambton,  “Persia,”  Royal  Central  Asian  lournal  L 

(London),  January  1944,  pp.  8-22.  I 

ba.  Sec  footnote  7a.  t 

7.  German  infiltration  of  Iran  was  well  under  way  by  1938:  1 

increasing  numbers  of  Germans  were  employed  as  specialists,  j 
technicians,  dfKtors,  hospital  administrators,  teachers  and  en-  | 
gincers;  they  were  employed  in  public  services  and  in  industry.  I 
Many  more  entered  Iran  as  “tourists”  and  commercial  travelers.  ‘ 
Llwcll-Sutton,  Modern  Iran,  cited,  pp.  166-67. 
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Britain,  the  U.S.S.R.  and  Iran  on  January  29,  1942,^* 
in  which  the  territorial  integrity,  sovereignty  and 
political  independence  of  Iran  were  guaranteed  in 
return  for  the  use  of  all  internal  communications. 
Later  in  that  same  year  the  Persian  Gulf  Com¬ 
mand  was  established  in  Iran.  This  was  an  Amer¬ 
ican  military  service  organization  responsible  for 
mass  delivery  of  lend-lease  supplies  to  Russia. 

In  addition  to  these  military  forces,  a  variety  of 
civilian  agencies  have  been  operating  in  Iran  since 
1942— some  with  regional  objectives,  some  more 
strictly  local  and  national.  The  most  important  of 
the  first  category  is  the  Middle  East  Supply  Center. 
During  the  period  when  the  Mediterranean  could 
not  be  used  by  Allied  merchant  ships,  and  through¬ 
out  the  North  African  campaigns,  the  shipping 
problem  became  acute,  and  trade  with  the  Middle 
East  had  to  be  drastically  curtailed.  The  necessity 
of  reducing  the  importation  of  goods  not  directly 
!  related  to  the  war  effort,  and  its  corollary — the 
problem  of  supplying  essential  civilian  goods — led 
to  the  creation  of  the  Middle  East  Supply  Center, 
known  as  MESC.  This  agency,  at  first  British,  now 
Anglo-American  in  composition,  was  organized  to 
regulate  imports  and  the  distribution  of  supplies  in 
the  Middle  East,  and  to  initiate  a  species  of  planned 
economy  for  that  area  during  the  war.  “In  assum¬ 
ing  the  responsibility  for  reducing  the  non-essential 
items,  MESC  very  definitely  assumed  the  respon¬ 
sibility  for  supplying  the  essential  civilian  items. . . . 
Thus,  though  restrictive  in  character,  the  Center 
was  not  purely  negative.”®  Lend-lease  also  has 

I  operated  in  behalf  of  Iran  and  has  furnished  that 
country  with  the  following  categories  of  goods:  iron 
and  steel  products  (on  the  point  of  being  returned 
to  straight  commercial  procurement),  cotton  textiles 
and  yarn,  drugs  and  medical  supplies,  agricultural 
machinery,  trucks  and  tires. 

THE  AMERICAN  ADVISER  PROGRAM 

The  most  significant  development  in  Iran’s  rela¬ 
tions  with  the  United  States  is  the  current  use  by 
the  Iranian  government  of  groups  of  American  ex¬ 
perts  as  technical  advisers.  Foreign  advisers  were 
first  resorted  to  in  Iran  shortly  after  the  revolution 
of  1906,  the  constitutional  crisis  that  bred  further 
.  domestic  crises,  both  political  and  economic,  and 
j  was  followed  by  foreign  intervention  in  the  shape 
f  of  the  Anglo-Russian  treaty  of  1907 — the  treaty 
that,  in  effect,  partitioned  Iran  into  British  and 
^  Russian  “spheres  of  influence.”  A  Belgian  was  the 

'  7a.  It  was  explicitly  stated  in  this  treaty  that  the  presence  of 

Russian  and  British  forces  on  Iranian  soil  docs  not  constitute 
!  “occupation"  in  a  technical  or  political  sense. 

18.  See  Fred  Winant  and  J.  P.  Dawson,  "The  Middle  F.ast 
Supply  Program,"  Foreign  Commerce  Wee/^ly,  April  i,  194^, 
P-  3- 


first  of  a  number  of  foreign  financial  experts  in¬ 
vited  to  set  the  Iranian  house  in  order.  He  was  fol¬ 
lowed  by  others:  American,  Belgian  and  British. 
Iran  eventually  came  to  prefer  Americans  in  this 
role,  possibly  because  they  could  be  thought  of  as 
representatives  of  a  third  great  power,  ostensibly 
devoid  of  imperialistic  designs — a  power  that  might 
be  counted  on  to  act  as  a  neutral  buffer  between 
Britain  and  Russia.  In  critical  times,  therefore — 
1911,  1921  and  1942 — Iran  has  appealed  for  Amer¬ 
ican  friendship  and  “courted  the  technical  and 
financial  cooperation  of  this  country  in  the  indus¬ 
trial  and  economic  development  of  Persia  (Iran).”^ 
The  first  American  mission,  under  Morgan  Shuster, 
went  to  Iran  at  the  end  of  1911.  So  many  difficul¬ 
ties  were  inherent  in  his  work — some  of  them 
diplomatic — that  he  remained  less  than  a  year.  It 
is  interesting,  in  view  of  the  assignment  of  one  of 
our  present  missions  (for  the  reorganization  of  the 
Iranian  gendarmerie)  to  recall  that  Mr.  Shuster 
considered  one  of  his  primary  responsibilities  to  be 
the  development  of  a  strong  rural  police  force,  or 
gendarmerie,  to  maintain  order  in  the  provinces 
and  to  collect  taxes  and  grain. 

After  World  War  I — as  a  result  of  which  about 
one-third  of  the  Iranian  people  are  said  to  have 
starved  to  death — American  advisers  again  went  to 
Iran.  Dr.  A.  C.  Millspaugh  headed  a  small,  seven- 
or  eight-man  mission  that  accomplished  much  in 
Iran  between  1922  and  1927.  One  of  the  by-products 
of  the  sound  financial  administration  achieved  by 
them  was  the  construction  of  the  Trans-Iranian 
railway  out  of  Iranian  funds.  Dr.  Millspaugh  final¬ 
ly  left  the  country  because  he  felt  that  Reza  Shah’s 
allotment  of  funds  for  the  army  was  excessive.  In 
vain  had  he  advised  that  a  larger  percentage  of  the 
national  revenues  should  be  devoted  to  the  needs 
of  health  and  education. 


In  1942  the  government  of  Iran  not  only  ap¬ 
pealed  again  for  American  advisers,  but  asked 
specifically  that  Dr.  Millspaugh  return.  Having  in 
mind  his  earlier  period  of  service.  Dr.  Millspaugh 
insisted  on  being  given  specific  operational  author¬ 
ity  in  the  economic  as  well  as  the  financial  sphere; 
and  stipulated  that  the  Iranian  government  employ 
a  group  of  sixty  Americans — to  be  appointed  by 
him,  and  to  work  under  his  instructions  for  as  long 
as  they  functioned  as  members  of  his  Mission.'® 
In  January  1943  the  Majlis  acceded  grudgingly  to 

9.  Mossein  Ala,  Persian  Minister  in  Washington  (February  21, 
1924).  See  G.  V.  Allen,  “American  Advisers  in  Persia,”  De¬ 
partment  of  State,  Bulletin,  July  23,  1944,  p.  88. 

10.  For  this  and  other  facts  concerning  American  missions  in 
Iran,  see  Allen,  “American  Advisers  in  Persia,”  cited,  pp.  88-93. 
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Dr.  Millspaugh’s  conditions.  He  was  forthwith 
appointed  Administrator  General  of  the  Finances, 
endowed  by  law  with  plenary  powers  over  the  fi¬ 
nancial  operations  of  the  Iranian  government  (in¬ 
cluding  the  drawing  up  of  budgets),  and  with 
authority  over  all  representatives  of  the  Ministry 
of  Finance  (Americans  and  Persians  alike)  in  the 
provincial  capitals.  In  his  own  eyes,  he  and  the 
other  members  of  the  Mission  had  to  be  adminis¬ 
trators  primarily,  not  merely  advisers,  if  they  were 
to  accomplish  the  job  for  which  they  had  been 
appointed.  In  the  economic  sphere,  the  Millspaugh 
Mission  has  been  responsible  for  the  “Cereals  and 
Bread  Section”  of  the  Ministry  of  Finance,  which 
has  charge  of  urban  bread  supplies  and  of  the  col¬ 
lection  of  the  harvests.  The  Mission,  moreover,  has 
had  control  of  the  public  domains  (including  the 
great  estates  ceded  to  the  government  by  Reza 
Shah  upon  his  abdication),  and  of  the  state  fac¬ 
tories.  It  has  also  controlled  the  fixing  of  prices, 
rations  and  wages,  and  the  issuance  of  import  per¬ 
mits  and  transport  licenses  to  private  merchants. 
Dr.  Millspaugh  has,  in  addition,  had  jurisdiction 
over  the  Road  Transport  Department  and  the 
Transport  Priorities  Office.  Lastly,  the  administra¬ 
tion  of  the  various  national  commercial  monopolies 
has  been  in  the  hands  of  the  Mission.  Wheat,  bar¬ 
ley,  rice,  tea,  cotton,  sugar,  opium,  tobacco  and 
cotton  piece-goods — the  staple  foods  and  the  key 
commodities — are  all  commercial  monopolies. 

Inevitably,  the  Mission  has  not  always  had  the 
support  of  the  Majlis — as  for  instance  when  that 
body  blocked  for  many  months  Dr.  Millspaugh’s 
proposed  enactment  of  a  high,  graduated  income 
tax  to  combat  inflation.  This  is  understandable, 
however,  when  one  stops  to  consider  that  many 
delegates  to  the  Majlis  undoubtedly  represent  some 
of  the  vested  interests  that  are  actually  benefiting 
from  the  inflation.  The  Mission  has  also  been  under 
direct  attack  in  the  Iranian  press."  Impatience,  the 
expectation  that  administrative  reforms  would  in¬ 
stantly  bring  spectacular  improvements  in  their 
wake;  and  concern  that  Dr.  Millspaugh  might 
have  been  entrusted  with  too  extensive  powers, 
prompted  most  of  these  criticisms.  Again,  the  ex¬ 
planation  of  some  popular  opposition  to  the  Mis¬ 
sion  is  in  part  obvious.  Control  measures  and  dras¬ 
tic  economies  are  not  popular  in  any  country.  Dr. 
Millspaugh  has  taken  a  firm  stand  against  the 
black  market  and  other  forms  of  war  profiteering; 
and  he  has  consistently  advocated  reduction  in  ad¬ 
ministrative  operational  expenditures,  including  cut¬ 
ting  down  the  excessive  number  of  public  offices. 

The  Financial  Mission,  although  the  key  agency 


in  the  preservation  of  Iran’s  economy,  is  not  the 
only  American  group  that  has  been  operating  in 
that  country.  There  is  a  Military  Supply  Mission, 
and  Missions  for  the  reorganization  of  the  gen¬ 
darmerie  (in  rural  and  tribal  areas),  and  of  the 
urban  police.  The  advisory  program  in  Iran  is 
further  implemented  by  the  work  of  single  ad¬ 
visers  attached  to  various  government  departments. 
Distinguished  Americans  are  serving  as  advisers  on 
public  health  (urban  and  rural),  agriculture,  irri¬ 
gation  and  petroleum. 

American  advisers  in  Iran  have  been  serving  a 
wartime  purpose  and  at  the  same  time  helping 
Iranians  lay  a  firm  foundation  for  the  post-war 
period.  The  smooth  functioning  of  Iran’s  economy 
is  a  present  military  necessity  and,  if  Iran  is  to  be 
maintained  as  a  strategic  military  area  and  a  sup¬ 
ply  corridor  to  the  U.S.S.R.,  the  three  great  powers 
must  continue  to  secure  its  friendly  cooperation. 
To  keep  the  friendship  of  Iranians  in  the  post-war 
period,  the  United  States,  the  United  Kingdom  and 
the  U.S.S.R.  must  make  good  their  pledge  of  as¬ 
sistance  given  at  Tehran  in  December  1943." 

CURRENT  INTERNAL  PROBLEMS 

The  foregoing  summary  of  the  activities  of 
American  advisers  serves  also  as  an  indication  of 
the  major  problems  of  contemporary  Iran."®  Many 
of  these  problems  are  as  old  as  the  beginning  of  the 
Westernization  of  Iran,  and  were  precipitated  in 
the  period  between  the  two  world  wars  by  the 
over-rapid  and  unequal  modernization  of  that 
medieval  country.  Some  of  the  most  urgent  prob¬ 
lems,  however,  have  resulted  directly  from  the  im¬ 
pact  of  the  war  on  Iran’s  economy;  and  most  of 
them  have  been  intensified  by  the  continued  pres¬ 
ence  of  foreign  forces  in  the  country.  The  disloca¬ 
tion  of  the  transportation  system,  for  instance,  has 
been  a  major  factor  in  the  aggravation  of  near¬ 
famine  conditions  in  certain  areas  where  there  were 
local  food  shortages.’^ 

12.  For  appreciative  comment  on  American  rehabilitation  work 
by  a  distinguished  Iranian,  see  A.  H.  Hamzavi,  “Iran’s  Future; 
Some  Lessons  from  the  Past,”  Royal  Central  Asian  Journal, 
July-Octobcr  1944,  p.  275. 

12a.  The  population  of  Iran  (more  than  628,000  sc]uare  miles 
in  area)  cannot  be  given  with  precision  because  no  exhaustive 
or  accurate  census  has  been  taken.  The  most  probable  estimate 
is  15  million.  More  than  four-fifths  of  the  t(gal  population  is 
rural,  and  some  3  million  of  this  very  high  rural  maiority  are 
tribal — nomadic  or  semi-nomadic  peoples.  Four-fifths  of  the 
Iranians  are  Moslems  of  the  Shi'a  sect;  half  of  the  remaining 
fifth  are  Moslems  of  the  Sunni  sect;  most  of  the  balance,  a 
million  people,  are  Jews,  Baha'is  and  Christians.  The  principal 
racial  minorities — Kurds,  Armenians  and  Assyrians — belong  to 
the  religious  minority. 

13.  Article  3  of  the  Tripartite  Treaty  of  January  1942  (be¬ 
tween  Iran,  Britain  and  the  U.S.S.R.)  gave  the  Allies  the  un¬ 
restricted  right  to  use  all  communication  facilities  throughout 
Iran.  Subsequent  conscription  of  road  and  rail-lines,  of  trucks, 


II.  See  ibid.,  p.  91. 
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I  need  for  financial  reform 

I  The  basic  administrative  problem,  prerequisite 
to  the  solution  of  all  others,  is  that  of  financial  re¬ 
form.  It  originated  before  1939,  but  has  only  be¬ 
come  urgent  since  the  war  and  is  aggravated  by  the 
presence  and  activities  of  the  three  Allies  in  Iran. 
Inflation  has  been  the  inescapable  concomitant  of 
large  Allied  expenditure  in  the  country,  which  has 
caused  a  great  increase  in  note  circulation.  There 
has  been  no  corresponding  increase  in  the  supply 
of  goods  to  give  an  outlet  both  to  the  increased 
circulation  of  money  and  to  the  augmentation  of 
purchasing  power;  and  the  Iranian  government 
has  been  unable  to  control  either  speculation  or  the 
distribution  of  supplies.  Virtual  stagnation  of  trade 
has  complicated  the  situation,  as  has  the  piling  up 
of  sterling  and  dollar  credits  abroad — unavailable 
in  the  country  for  the  duration.  A  fantastic  rise  in 
the  cost  of  living  has  been  the  inevitable  result. 
This  is  graphically  illustrated  by  the  cost  of  living 
index,  which  rose  from  a  norm  of  100  (in  1936-37) 
to  542  in  1942,  and  reached  1,076  in  December 
1943,  1,085  in  March  1944,  and  1,122  in  June  1944.*“* 
The  problem  of  balancing  Iran’s  budget  is  in¬ 
creased  by  four  special  difficulties:  the  weakness  of 

I  the  national  government,  which  has  declined  in 
prestige  owing  to  the  presence  of  foreign  troops; 
the  present  difficulty  of  collecting  taxes;  the  break¬ 
down  of  the  customs  administration,  always  a  rich 
source  of  revenue;  and  the  general  lack  of  security. 

SOCIAL  AND  ECONOMIC  PROBLEMS 

The  social  and  economic  regeneration  of  Iran 

I  depends  not  only  on  financial  reform — especially 
the  ability  of  the  government  to  allocate  more 
funds  to  the  development  of  agriculture,  irrigation, 
public  health,  rural  and  urban  welfare  services — 
but  also  on  raising  the  general  standard  of  living. 
The  control  of  disease — notably  typhus,  malaria, 
venereal  disease,  trachoma  and  other  eye  diseases — 
sanitation,  better  housing  conditions,  and  a  more 
equitable  distribution  of  food  are  all  part  of  this 
wider  problem.  And  since  all  these  problems  are 
common  to  the  Near  and  Middle  East  countries  to 
a  greater  or  lesser  degree,  it  may  be  assumed  that 
some  form  of  regional  planning  is  likely  to  be  pro¬ 
jected  for  the  Middle  East  area  as  a  whole.  The 
most  economical  and  efficient  way  for  Iran  to 
solve  many  of  these  problems  would  be  to  partici¬ 
pate  in  any  proposed  regional  agency.  In  this  way 


railway  facilities,  cars  and  engines,  caused  acute  dislocation  of 
equipment  and  the  diversion  to  military  use  of  transport  needed 
for  the  distribution  of  food  and  other  civilian  supplies. 

14.  Foreign  Commerce  Weekly,  September  30,  1944,  pp.  20- 
22.  Only  in  Syria-Lebanon  have  conditions  in  the  Near  and 
Middle  Fast  rivalletl  those  in  Iran. 


Iran  could  share  in  such  area  planning  as  might  be 
undertaken,  and  avail  itself  of  the  technical  help 
of  groups  of  experts  that  might  function  in  associa¬ 
tion  with  a  Middle  East  regional  agency  or  council 
Currency  and  exchange  problems  could  likewise 
most  easily  be  handled  thus,  and  so  also  could  vari¬ 
ous  ramifications  of  the  transport  problem. 

AGRICULTURE 

The  thirteen  million  Iranians  who  derive  their 
livelihood  from  agriculture  are  dependent  on  its 
development  and  modernization.  Three-quarters 
of  these  people  live  in  Iran’s  50,000  villages  and 
hamlets.  In  order  to  widen  the  area  of  their  cul¬ 
tivable  land,  new  methods  of  irrigation  must  be 
devised,  other  old  methods  renovated,  and  the  flow 
of  the  unique  qanat  systems  increased.*'  Even  more 
crucial  is  the  initiation  of  an  educational  campaign 
to  bring  about  the  cooperation  of  the  great  land¬ 
lords.  These  have  inherited  a  system  of  quasi- 
feudal  tenure,  deriving  from  the  seventh  century; 
and  they  have  in  the  past  been  responsible  for  ruth¬ 
less  exploitation  of  the  peasant  cultivators.*^  The 
most  pressing  agricultural  problem  of  the  moment 
is  the  feeding  of  the  whole  population  of  Iran. 
The  food  problem  is  primarily  one  of  distribution 
of  adequate  supplies  of  bread  at  reasonable  prices 
throughout  the  entire  country.  There  is  also  the 
necessity  of  forestalling  or  relieving  local  food 
shortages,  especially  in  the  southern  and  southeast¬ 
ern  provinces  where  droughts  have  occurred  fre¬ 
quently  (e.g.,  in  1944)  and  caused  local  famines. 
In  other  words,  the  immediate  problem  is  one  of 
transportation;  but  the  future  problem  is  one  of 
increasing  the  productivity  of  certain  areas. 

Public  health,  and  the  urgently  needed  multi¬ 
plication  of  health  services  is  both  an  administra¬ 
tive  and  an  educational  problem.  One  of  the  pri¬ 
mary  issues  of  public  health  legislation  is  sanita¬ 
tion,  which  is  closely  bound  up  with  the  problem 
of  a  pure  water  supply  on  the  one  hand,  and  the 
expansion  of  irrigation  facilities  on  the  other — 
especially  in  the  agricultural  districts.  In  fact,  most 
of  Iran’s  basic  problems  are  closely  interrelated, 
and  require  a  collective  solution. 

INDUSTRY 

Industry  presents  less  urgent  problems  than  agri¬ 
culture,  because  less  than  one-seventh  of  the  Iran¬ 
ian  people  live  in  cities  and  have  any  opportunity 
for  industrial  employment.  The  most  noteworthy 

15.  About  75  per  cent  of  Iranian  irrigation  is  maintained  by 
this  exploitation  of  underground  streams.  Afif  1.  Tannous,  “Ag¬ 
ricultural  Production  and  Food  Consumption  in  Iran,”  Foreign 
Agriculture  (U.S.  Department  of  Agriculture),  February  i, 

1944.  pp.  30-34. 

16.  Ibtd. 
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fact  is  that  the  industrialization  of  the  country  has 
begun,  and  has  been  introduced  under  the  auspices 
of  the  state.  The  modern  Iranian  concept  of  eco¬ 
nomic  nationalism  is  not  only  to  make  Iran  inde¬ 
pendent  of  foreign  supplies,  but  also  to  transform 
it  into  a  leading  industrial  center  in  the  Middle 
East  area.  Labor  problems,  associated  with  the 
budding  industries,  are  the  most  significant  by¬ 
product  of  their  development.  In  general,  labor 
conditions  have  been  adversely  affected  by  the 
astronomical  rise  in  the  cost  of  living,  and  by  war¬ 
time  shortages  of  wheat,  tea,  sugar,  and  other 
civilian  commodities — especially  cotton  piece-goods 
and  medical  supplies.  Strikes  have  occurred  in 
many  factories,  notably  in  the  larger  urban  centers 
such  as  Isfahan,  which  has  a  population  of  about 
100,000.  At  this  distance  it  is  hard  to  tell  how  much 
of  the  unrest  is  directly  due  to  bad  factory  and  war 
conditions,  and  how  much  to  political  agitation. 
The  pro-Soviet  Tudeh  party,  most  important  of 
Iran’s  nine  major  parties,  is  believed  to  be  behind 
current  labor  agitation.**^*  This  situation  will  be  fur¬ 
ther  aggravated  when  the  45  to  50  thousand  labor¬ 
ers,  now  employed  by  the  Allies  in  construction 
and  transportation  work,  cease  to  be  employed  for 
war  purposes.  Most  of  the  workers  were  drawn 
from  the  land — in  particular  those  employed  by  the 
Persian  Gulf  Command.  But  these  laborers  are 
more  likely  to  join  the  ranks  of  industry  after  the 
war  than  return  to  agricultural  life.  The  stage  is 
therefore  set  for  a  future  unemployment  problem. 

POLITICAL  PROBLEMS 

The  Iranian  stage  is  also  set  for  a  variety  of 
political  troubles.  The  unheralded  displacement  of 
autocracy  by  constitutional  government,  for  ex¬ 
ample,  has  not  been  adequately  prepared  for,  and 
Iranians  have  not  been  specifically  educated  to  as¬ 
sume  political  and  administrative  responsibility. 
As  a  result,  political  chaos  has  resulted  from  the 
recent  reestablishment  of  constitutional  govern¬ 
ment.  There  is  also  a  popular  fallacy  of  thinking — 
current  in  Iran  as  in  most  Middle  Eastern  coun¬ 
tries — that  the  adoption  of  democratic  piolitical 
forms  will  result  automatically  in  material  advance¬ 
ment  along  Western  lines.  Failure  to  thus  obtain 

The  name  Tudeh  signifies  “masses.”  The  official  organ 
of  the  Tudeh  party,  Rahhar,  matle  the  following  public  declara¬ 
tion  of  party  policy  on  August  ii,  1944:  The  Tudeh  party  is 
for  nondiscrimination  among  the  Allies,  and  consequently  is 
against  any  one-sided  foreign  policy  on  the  part  of  the  Iranian 
government.  The  party  alsf)  stands  for  economic  inde¬ 
pendence.  Subsequent  action  by  the  Tudeh  party,  however,  has 
not  been  consistent  with  this  annciuncement.  When  the  crisis 
occurred  over  Soviet  pressure  for  a  blanket  oil  concession  in 
northern  Iran,  and  the  Iranian  government  refused  to  grant 
the  Russian  demands,  the  Tudeh  party  tried  to  get  a  reversal 
of  the  government’s  decision  in  favor  of  the  U.S.S.R.  See 
f(K)tnf  tc  25  below. 


many  of  the  material  benefits  of  Western  progress 
has  brought  disillusionment  to  the  Iranians. 

Tangible  political  problems  are  perhaps  easier 
both  to  recognize  and  to  cope  with  than  ideological 
ones.  It  is  not  surprising,  for  instance,  that  the  pre¬ 
cise  relations  of  the  Shah  to  the  Cabinet  and  of  the 
Cabinet  to  the  Majlis  have  not  as  yet  been  clearly 
defined;  but  at  the  same  time  there  is  no  reason 
to  think  that  eventually  an  efficient  working  rela¬ 
tionship  may  not  be  achieved  between  the  three. 
The  place  of  the  army  in  the  life  of  the  state  is 
another  problem  of  the  same  kind.  Under  Reza 
Shah  the  military  had  special  privileges,  undue  in¬ 
fluence,  and  excessive  financial  support.  One  won¬ 
ders  how  much  of  a  fight  the  army  will  put  up  to 
maintain  its  privileged  position,  and  how  much 
power  Iranians  will  consider  it  legitimate  for  the 
army  to  have.  Unless  the  civil  authorities  can  con¬ 
trol  the  army,  the  national  government  will  prove 
unstable — such  at  least  was  the  experience  of  the 
neighboring  Arab  state  of  Iraq.  The  problem  of 
the  great  tribes  and  the  relation  of  the  tribal  leaders 
to  the  central  government  is,  in  one  way,  also  a 
part  of  the  military  problem.  The  rural  police,  or 
gendarmerie,  may  continue  t6  need  military  as¬ 
sistance  in  maintaining  order  in  the  tribal  areas— 
particularly  among  the  Lori  and  Bakhtiyari  tribes 
of  the  southwest.  Reza  Shah  alone,  in  recent  years, 
was  able  to  cope  with  them,  and  he  took  the  first 
effective  steps  in  settling  them  on  the  land — but  his 
was  an  autocratic  regime. 

Ideological  problems,  intertwined  as  they  are 
with  practical  difficulties,  are  a  legacy  of  Reza 
Shah’s  period.  The  dictatorship  of  the  Old  Shah 
produced  shock  and  disillusionment  among  the 
educated  Iranians  who  had  initiated  the  first  con¬ 
stitutional  movement.  Repression  under  Reza 
Shah’s  personal  rule,  the  muzzling  of  their  adoles¬ 
cent  press,  and  the  fact  that  they  were  denied  all 
share  in  the  political  and  social  activities  of  the 
government  drove  the  best  of  them  into  quietism. 
The  worst  drifted  into  money-making  pursuits,  so 
that  abnormal  corruption  and  venality  in  the  gov¬ 
ernment  became  prevalent.  The  fall  of  Reza  Shah’s 
regime,  with  its  attendant  chaos,  left  behind  there¬ 
fore  a  “spiritual  vacuum.”  To  some  people’s  way 
of  thinking,  “the  fundamental  Persian  (Iranian) 
problem  is  a  re-creation  of  faith.”'^  Frustration, 
“drift”  and  defeatism  have  been  intensified  by  the 
present  wartime  situation  in  Iran. 

One  answer  for  a  group  of  frustrated  intellec¬ 
tuals — especially  if  they  were  tempted  to  assume 
leadership  of  a  poverty-stricken  peasantry  and  pro¬ 
letariat — might  be  to  resort  to  positive,  political  ac- 

19.  L.imbton,  “Persia,”  cited,  p.  17. 
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tion.  The  revolutionary  changes  effected  in  Tsarist 
Russia,  as  exemplified  by  the  Soviet  Union,  exert 
an  increasing  influence  on  the  thoughts  of  Iran¬ 
ians.  There  is  an  obvious  contrast  between  commu¬ 
nist  and  capitalist  economic  and  social  patterns  as 
seen  in  and  near  Iran.  The  Iranians  cannot  help 
being  impressed  by  the  relatively  favorable  condi¬ 
tions  of  life  in  the  adjoining  Soviet  Republic  of 
Armenia,  where  unemployment  is  at  a  minimum, 
food  is  obtainable  though  not  always  plentiful,  and 
various  community  services  are  available  to  all. 

OIL:  ASSET  AND  LIABILITY 

The  oil  resources  of  Iran  constitute  one  of  the 
country’s  major  problems.  Economically  and  finan¬ 
cially,  the  rich  oil  deposits  are  an  incalculable  asset. 
Politically,  however,  their  very  richness  is  a  liability. 

At  the  end  of  1943  a  Technical  Oil  Mission  of 
four  petroleum  experts  was  sent  to  the  Middle 
East  by  the  U.S.  Petroleum  Reserves  Corporation 
to  chart  the  resources  and  prospects  of  the  whole 
area.  Mr.  E.  DeGolyer,  chief  of  the  Mission,  stated 
in  his  report  to  the  P.R.C.  that  the  center  of  gravity 
of  world  oil  prtxiuction  was  in  process  of  shifting 
from  the  Mexican  Gulf-Caribbean  area  to  the  Per¬ 
sian  Gulf  area  because  its  “proved  and  indicated  re¬ 
serves,’’  far  from  adequately  explored  as  yet,  “are 
comparable  with  those  of  the  United  States.’’  In 
the  opinion  of  the  DeGolyer  Mission,  Iran  and 
Saudi  Arabia  must  “vie  for  first  place  ...  in  any 
attempted  (highly  speculative)  rating  of  undrilled 
prospect  values.”  Irac],  in  their  opinion  also,  ranks 
“close  third”  to  Iran  and  Saudi  Arabia,  Qatar  a 
“somewhat  distant  fourth,”  and  Kuwait  definitely 
fifth.’”  These  comparative  estimates  of  petroleum 
resources  are  not  based  on  current  oil  production. 
The  amount  of  estimated  and  known  reserves  is 
not  indicated  by  current  production  in  the  Middle 
East,  which  is  no  criterion  of  its  productive  capac¬ 
ity.  Market  outlets  for  Middle  East  petroleum  are,  at 
present,  so  limited  that  production  is  fantastically 
low  in  proportion  to  potential  supplies. 

Iran  has  been  far  in  the  lead  of  any  of  the  other 
oil-producing  countries  in  the  Persian  Gulf  area. 
Current  production  of  the  Iranian  oil  fields  is  ap¬ 
proximately  325,000  barrels  a  day,  or  more  than 
three  times  that  of  its  closest  present  Middle  East¬ 
ern  competitor — Iraq,  whose  fields  currently  pro¬ 
duce  about  90,000  barrels  a  day.  The  present  com¬ 
bined  production  of  Saudi  Arabia  and  Bahrein 
Island  (actually  in  an  initial  stage  of  development) 

20.  "Preliminary  Report  of  the  Technical  Oil  Mission  to  the 
Middle  East,”  signed  by  E.  DeGolyer,  Chief  of  Mission,  Bulle¬ 
tin  of  the  American  Association  of  Petroleum  Geologists,  July 
1944,  PP.  9  >9,  920.  921.  Excellent  maps. 


totals  only  35,000  barrels  a  day.  The  proved  and 
indicated  reserves  of  oil  in  Iran  appear  to  be  ap¬ 
proximately  six  to  seven  billion  barrels.^* 

Almost  all  the  proven  oil  resources  of  Iran  and 
most  of  its  indicated  reserves  are  in  the  western  and 
southwestern  provinces — from  Kermanshah  south 
to  Jask.  In  the  heart  of  this  territory  the  Anglo- 
Iranian  Oil  Company  has  been  operating  since 
1909.  The  original  D’Arcy  concession  for  the  ex¬ 
ploitation  of  oil  included  all  of  Iran  except  the 
five  northern  provinces:  i.e.,  those  within  Russia’s 
sphere  of  influence  betwen  1907  and  1914,  that  are 
now,  since  1941,  in  the  area  occupied  by  Soviet 
troops.  The  current  concession  of  the  Anglo-Iran- 
ian  Oil  Company,  however,  has  been  reduced  to 
100,000  square  miles.  When  Reza  Shah,  initiator 
of  Iran’s  new  economic  nationalism,  cancelled  all 
foreign  oil  concessions  in  1932,  it  took  a  -League 
of  Nations’  award  to  restore  the  Anglo-Iranian  Oil 
Company’s  concession,  even  on  less  favorable 
terms.^^ 

The  oil  fields  of  the  Middle  East  have  been  de¬ 
veloped  by  foreign  companies,  but  national  govern¬ 
ments  have  retained  the  right  to  grant  concessions 
for  such  development.  Concessions  are  customarily 
long-term,  for  a  fixed  amount  per  acre,  with  a 
minimum  royalty  guarantee  in  addition  to  a  fixed 
royalty  on  oil  production.  The  Anglo-Iranian  Oil 
Company,  a  majority  of  whose  ordinary  shares  are 
owned  by  the  British  government,  guarantees  the 
Iranian  government  under  an  agreement  valid 
until  1993  a  20  per  cent  royalty  fee  on  each  barrel 
of  oil  produced,  plus  a  minimum  annual  payment 
of  ^^750,000;  it  also  provides  for  the  progressive 
Iranization  of  the  oil  workers.  The  company,  more¬ 
over,  provides  at  its  own  expense  all  the  necessary 
hygienic  services  and  apparatus  in  connection  with 
the  production  of  oil.  A  significant  and  hitherto 
unique  stipulation  is  the  agreement  of  Anglo- 
Iranian  to  spend  ^\o,ooo  a  year  in  Britain  on  giv¬ 
ing  a  professional  education,  within  the  field  of  the 
oil  industry,  to  Iranian  subjects.^^ 

Iran’s  richest  oil  fields,  those  of  Masjid-i-Sulaiman 
and  Haft  Kel  in  the  southwest  provinces,  both  have 
pipelines  connecting  them  with  Abadan — at  the 
head  of  the  Persian  Gulf.  And  at  Abadan  the 
Anglo-Iranian  Oil  Company  owns  and  operates 
the  largest  of  the  three  “significant”  refineries  in 
the  whole  of  the  Middle  East  area.  The  Abadan  re¬ 
finery  is  now  presumably  processing  some  362,000 

21.  Ihid.,  p.  919. 

22.  Margrel  Boveri,  Minaret  and  Pipe-Line  (New  York,  Ox¬ 
ford  University  Press,  1939),  p.  227. 

23.  Sir  Arnold  Wilson,  Persia  (London,  1933);  and  Dr.  E. 
Willard  Miller,  “The  Role  of  Petroleum  in  the  Middle  East,” 
Scientific  Monthly  (Washington),  September  1943,  pp.  241-42. 
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barrels  a  day  of  Iranian  crude  oils3^  In  addition  to 
owning  the  Abadan  refinery,  the  Anglo-Iranian 
has  substantial  shares  in  other  oil  development 
companies  of  the  Middle  East  area.  Fifty  per  cent 
of  the  Kuwait  Oil  Company,  which  holds  a  conces¬ 
sion  covering  the  entire  Sheikhdom  of  Kuwait,  is 
owned  by  the  Anglo-Iranian.  The  fields  of  Iraq 
and  Qatar,  plus  concessions  in  Syria,  Palestine  and 
the  Trucial  Coast  of  Arabia,  are  held  by  the  Iraq 
Petroleum  and  associated  companies.  Anglo-Iran- 
ian  is  one  of  these,  owning  a  quarter  of  the  I.P.C. 

In  view  of  these  facts,  which  indicate  the  key 
position  of  Iran  as  an  oil  producer  in  the  Middle 
East,  it  is  not  surprising  that,  even  during  the 
present  war — or  perhaps  especially  because  of  the 
present  war — concessions  have  been  sought  and 
pressed  for.  During  1944  American,  British  and 
Russian  oil  companies  have  been  ardent  conces¬ 
sion-hunters.  The  U.S.S.R.  was  particularly  press¬ 
ing  in  its  bid  for  a  blanket  concession  in  the 
northern  part  of  Iran.  The  pre-emptive  nature  of 
the  Soviet  demands  may  have  been  dictated  by 
the  desire  to  exclude  the  United  States  and  Britain 
from  this  area,  rather  than  a  desire  to  develop 
the  oil  fields  of  northern  Iran.  But,  somewhat  to 
the  surprise  of  the  outside  world,  the  Iranian  gov¬ 
ernment — between  September  and  November  1944 
— maintained  its  position  that  concessions  given 
now  would  be  viewed  as  obtained  under  duress, 
and  postponed  all  decisions  on  the  granting  of  oil 
concessions  until  after  the  war.  Russian  feeling 
ran  high  at  this  rebuff:  there  were  attacks  against 
Iran  in  the  Soviet  press;  there  was  a  demonstration 
of  the  Iranian  (pro-Soviet)  Tudeh  party — some 
15  to  20,000  strong — outside  the  Parliament  Build¬ 
ing;  and  Premier  Sa’ed’s  government  was  forced 
to  resign.  The  Iranians  were  stiffened  in  their 
attitude,  however,  by  the  diplomatic  support  of 
the  United  States  and  Britain.^'  It  is  of  course 
possible,  considering  the  southern  locale  of  the 
indicated  oil  reserves,  that  Britain  and  the  United 
States  were  actuated  in  their  firm  support  of  the 
Iranian  government  by  an  unexpressed  fear  that 
Russian  demands  for  a  blanket  concession  in  the 
northern  provinces  cloaked  political  objectives  in 
that  part  of  Iran. 

24.  DeGolyer,  “Preliminary  Refx)rt  of  the  Technical  Oil  Mis¬ 
sion,”  cited,  p.  920.  At  the  time  the  survey  of  Iran  was  made, 
only  280,000  barrels  a  day  were  being  processed. 

25.  See  New  York,  Times,  November  6,  1944;  Business  Week 
(New  York),  December  2,  1944,  pp.  1 13-14.  Premier  Sa’ed’s 
government  was  forced  to  resign  in  spite  of  the  fact  that  the 
Premier  indubitably  had  the  strong  support  of  the  Ma/lis;  and 
despite  the  fact  that  some  26  local  Iranian  newspaper  editors 
signed  a  statement  pledging  support  to  the  Premier  over  the 
Soviet-Iranian  dispute. 


WHAT  OF  THE  FUTURE.?  \ 

An  attempt  has  been  made  in  the  preceding  j 
pages  to  summarize  contemporary  developments  i 
in  Iran,  to  analyze  briefly  the  country’s  internal  < 
problems  resulting  therefrom,  and  to  indicate 
the  important  place  that  Iran  is  currently  holding 
in  Allied  military  strategy.  What  of  the  future.? 

Is  it  possible  to  forecast  Iran’s  eventual  place  in 
international  affairs.?  Several  independent  factors 
will  contribute  to  the  post-war  course  of  Iranian 
foreign  policy.  The  most  important  of  these  are 
Iran’s  relations  with  its  Middle  East  neighbors; 
the  psychological  repercussions  of  the  presence  of 
foreign  troops  in  the  country;  and  the  Iranian 
government’s  attitude  toward  the  three  great  pow¬ 
ers  that  are  most  concerned  with  the  problem  of 
Iran’s  international  future. 

Questions  concerning  Iran’s  relations  with  its 
neighbors  are  the  simplest  to  answer.  In  the  decade 
before  the  war  there  was  a  very  definite  rapproche¬ 
ment  between  Iran  and  adjoining  countries.  The 
Saadabad  Pact  of  July  9,  1937 — a  mutual  non¬ 
aggression  pact  between  Turkey,  Iraq,  Iran  and 
Afghanistan — was  signed  in  Iran.^^  There  is  no 
reason  to  doubt  that  the  mutual  good  neighbor 
policy  thus  inaugurated  will  be  perpetuated  after 
the  war  ends. 

The  second  factor  is  somewhat  harder  to  evalu¬ 
ate,  for  there  is  no  telling  how  far-reaching  an 
effect  the  confusions  and  economic  dislocations  of 
the  war  period  will  have  on  the  Iranian  mind.  Ex¬ 
clusive  foreign  preoccupation  with  military  sup¬ 
ply  problems;  the  breakdown  of  internal  security, 
which  resulted  from  the  weakening  of  the  au¬ 
thority  of  the  national  government  owing  to  the 
presence  of  Allied  troops  in  the  country;  and  the 
stagnation  of  foreign  trade  are  only  some  of  the 
more  obvious  by-products  of  Allied  war  policies 
in  Iran.^^  The  famine  conditions  that  have  plagued 
Iran^®  have  certainly  not  been  without  precedent; 
but  Iranians  feel  that  they  have  had  an  insufficient 
share  of  the  lend-lease  wheat  that  has  passed 
through  their  country  for  Russian  consumption. 
They  have  been  hungry,  and  have  been  forced 
to  share  their  food  supplies  with  the  30,000  Polish 
refugees  who  have  sought  asylum  in  Iran. 

26.  For  text  of  pact,  sec  Elwell-Sutton,  Modern  Iran,  cited, 
p.  225. 

27.  Any  discussion  of  Iran’s  foreign  trade  is  irrelevant  at  this 
point,  because  the  nature  of  its  come-back  after  the  war  is  still 
unpredictable.  In  any  case,  except  for  oil,  Iranians  have  tended 
to  overestimate  the  importance  of  their  foreign  trade  in  world 
markets. 

28.  It  should  be  noted  that  the  wheat  crop  of  mid-1942  was 
fair,  that  of  mid-1943  excellent,  and  that  of  mid-1944  good. 
Actually,  famine  conditions  existed  for  only  a  few  months  of 
1943  and  may  be  attributed  largely  to  hoarding,  inflation,  and 
lack  of  trans|K>rtation. 
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Moreover,  Iranians  are  aware  of  the  potentially 
divisive  tendencies  of  Allied  war  and  post-war 
strategy.  They  are  naturally  apprehensive  as  to  the 
implications  of  the  presence  of  military  forces  in 
their  midst,  and  the  extent  of  the  economic  in¬ 
terests  of  the  three  powers  in  Iran.  What  Britain, 
the  U.S.S.R.  and  the  United  States  have  done  and 
have  not  done  in  their  country  since  1941,  as  well  as 
what  Iranians  think  they  plan  to  do,  will  deter¬ 
mine  Iranian  reactions  to  each  of  them.  Will  these 
great  nations,  individually  and  collectively,  make 
good  dieir  promise  to  withdraw  from  Iranian  soil 
once  the  war  ends?  Will  they  respect  the  sover¬ 
eignty  of  Iran? 

Britain  presumably  favors  a  strong,  independent 
and  friendly  Iran.  Only  so  could  the  concession  of 
the  Anglo-lranian  Oil  Company  be  safeguarded 
and  unfriendly  penetration  of  India’s  Northwest 
Frontier  be  forestalled.  British  policy  has  been 
somewhat  handicapped  by  food  and  commodity 
shortages  in  the  British  zone,  however,  and  by  the 
fact  that  it  is  this  zone  that  has  suffered  acutely 
from  drought  and  famine.  Iranians  have  felt  that 
the  needs  of  their  civil  population  have  not  been 
given  enough  attention  by  the  British — or  for  that 
matter  by  the  Americans. 

The  U.S.S.R.  has  filled  Iran  with  consular  and 
diplomatic  agents,  and  with  communist  propa¬ 
ganda — increasingly  since  1942.  All  travel  in  the 
northern,  Russian-occupied  zone  has  been  re¬ 
stricted  and  closely  supervised.  This  has  been  more 
of  an  annoyance  to  Russia’s  allies  than  to  the 
Iranians.  In  spite  of  the  exercise  of  obvious  and 
stringent  controls,  however,  the  Russians  seem  to 
have  succeeded  in  allaying  fears  aroused  among 
the  Iranians  by  the  1941  occupation  because,  on  the 
whole,  IcKal  Russian  policy  has  been  considerate. 
The  Red  Army  keeps  alcx)f  from  the  Iranian 
population,  and  its  conduct  has  been  exemplary. 
Soviet  trcx)ps  have  been  used  discreetly,  and  their 
discipline  has  been  admirable.  In  addition,  the 
Russians  are  said  to  feed  the  Iranians  in  their  zone 
—though  they  have  sometimes  waited  to  sell  them 
grain  until  lend-lease  shipments  were  in  sight. 

But  with  all  their  correctness  of  protocol  and 
procedure,  the  Russians  have  exercised  certain 
pressures  to  the  detriment  of  Iran’s  economy.  The 
Iranian  government  was  reluctantly  constrained  to 
sign  munitions  and  financial  agreements  that  were 
not  demonstrably  in  accordance  with  the  coun¬ 
try’s  best  interests.  Russians  have  concluded  hard 
contracts  with  Iranian  factories;  and  late  in  1942 
the  Iranian  government  was  persuaded  to  sign  a 


contract  to  furnish  the  U.S.S.R.  with  7,500  tons  of 
wheat,  15,000  tons  of  barley,  and  30,000  tons  of 
rice^^ — food  that  Iran  was  ill  able  to  spare,  and 
for  the  delivery  of  which  Soviet  consular  agents 
put  pressure  on  Iranian  provincial  officials  to  pro¬ 
duce,  even  during  the  grain  and  food  crisis  in 
Tabriz  of  1943.^“  The  crisis  over  oil  concessions  has 
already  been  referred  to:  the  U.S.S.R.  was  the  only 
one  of  the  three  powers  which  attempted  to  force 
the  issue  with  the  Iranian  government. 

The  United  States  has  remained  more  aloof 
from  Iranian  life  than  either  of  the  other  two  pow¬ 
ers — even  to  the  point  of  irresponsibility.  The 
Persian  Gulf  Command  has  done  a  magnificent 
supply  job,  and  has  greatly  improved  Iranian  com¬ 
munications  to  accomplish  its  wartime  purposes. 
But  the  delivery  of  some  5,000,000  tons^‘  of  war 
equipment,  supplies  and  vehicles  to  the  U.S.S.R. 
by  rail  and  road  has  benefited  the  Iranians  very 
little.  And  the  improvement  of  road  and  rail  fa¬ 
cilities,  the  construction  of  ports,  dcKks  and  truck¬ 
worthy  highways  may  generate  post-war  mainte¬ 
nance  problems — difficult  for  a  relatively  small  na¬ 
tional  budget  to  meet.^^ 

Among  Iranians  today  there  seems  to  be  a 
widespread  conviction  that  the  United  States,  to¬ 
gether  with  other  great  powers,  covets  either  the 
country  or  its  resources.  This  general  conviction 
is  tempered  by  the  fact  that  a  small  group  of 
Iranians  hold  that  Iran  cannot  cither  reform  its 
government  administration  or  develop  its  resources 
without  outside  help.  If  foreign  assistance  could 
be  made  available  to  Iran  on  a  relatively  imper¬ 
sonal  (national)  plane,  it  might  be  more  acceptable 
to  the  majority  of  Iranians.  Iran  would  be  less  de¬ 
pendent  on  foreign  advisers  or  adviser-missions 
resident  in  the  country  if  technical  aid  and  advice 
were  procurable  through  the  medium  of  some  kind 
of  Middle  East  area  or  regional  agency. 

29.  In  return  for  bales  of  Russian  cloth. 

30.  For  the  most  part,  difficulties  between  the  Iranian  and 
Soviet  governments  have  not  adversely  affected  more  than  a 
small  minority  opinion.  The  underprivileged  90  per  cent  of 
Iran’s  [wpulation  is  a  class  that  has  customarily  looked  on  its 
own  national  government  as  its  natural  enemy,  and  is  there¬ 
fore  relatively  uncritical  of  other  governments. 

?i.  For  the  actual  figures,  see  Dispatch  (official  paper  of  the 
Persian  Gulf  Command,  published  in  Iran),  November  22, 
1944;  also  E.  M.  Wright,  “Iran  as  a  Gateway  to  Russia,”  For¬ 
eign  Affairs  (New  York),  January  1942. 

32.  In  the  budget  estimates  submitted  by  the  Ministry  of 
Finance  to  the  Maffis  (for  March  1945),  total  receipts  were 
estimated  at  10,284,802,110  rials.  A  rate  of  32.50  rials  to  the 
dollar  was  established  by  decree  on  May  13,  1942.  See  Foreign 
Commerce  Weel{ly,  April  3  1943,  p.  16;  September  30,  1944, 
pp.  21-22. 
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Iran’s  Opium  Policy 

By  Helen  Howell  Moorhead  and  Carola  McEachren 
Ever  since  international  efforts  have  been  made  production  of  opium  to  medical  needs.”^  The 


to  regulate  the  sale  of  opium,  Iran’s  policy  has 
been  marked  by  consistent  refusal  to  accept  any 
international  obligations  which  might  interfere 
with  freedom  to  sell  its  export  opium  to  all  buyers. 
At  the  1912  International  Opium  Conference,  after 
a  statement  that  “Persia  will  do  her  utmost  to  put 
into  effect  the  decisions  that  the  Conference  is  able 
to  arrive  at,’’^  the  government  made  a  reservation 
on  Article  3a  of  the  treaty,  refusing  “to  take  meas¬ 
ures  to  prevent  the  export  of  opium  to  countries 
which  shall  have  prohibited  its  entry.” 

The  early  meetings  of  the  Opium  Advisory  Com¬ 
mittee  of  the  League  of  Nations,  from  1921  to  1925, 
developed  the  imp)ort-export  certificate  system  to 
control  the  movement  of  drugs  as  well  as  raw 
opium.  Iran  took  no  measures  to  apply  this  sys¬ 
tem,  and  shipments  of  Iranian  opium  appeared 
with  significant  frequency  in  the  illicit  traffic  re¬ 
ports  presented  to  the  Committee.  The  countries 
whose  ports  this  opium  penetrated  considered 
it  contraband.  The  Iranian  government  claimed  it 
was  merely  “free  opium,”  as  no  Iranian  regula¬ 
tions  had  ever  been  decreed  to  parallel  the  regu¬ 
lations  of  other  governments. 

The  1924-25  Conference  at  Geneva  considered, 
among  other  points,  reduction  of  opium  produc¬ 
tion  to  the  medical  and  scientific  needs  of  the 
world.  A  memorandum  from  Iran  to  the  General 
Conference  suggested  an  agricultural  and  mineral 
survey,  transp>ortation  and  economic  studies,  and 
experts  to  assist  in  substitution  of  other  crops  for 
opium  and  improvement  of  agricultural  methods 
for  all  crops.  Chapter  V  of  the  Final  Act  of  the 
1925  Geneva  Convention  asked  the  League  Coun¬ 
cil  to  examine  this  suggestion  and,  should  the 
interested  producing  countries  so  desire,  to  appoint 
a  commission.  This,  at  Iran’s  request,  was  author¬ 
ized  by  the  Assembly. 

A  Commission,  Frederic  A.  Delano,  presi¬ 
dent,  visited  Iran  from  March  to  June  1926 
as  guests  of  the  government.  It  reported  that 
“while  difficult  of  accomplishment,  it  is  pos¬ 
sible  and  practically  feasible  and  to  the  economic 
interest  of  Persia,  to  adopt  a  programme  for  the 
gradual  diminution  of  the  cultivation  of  the  opium 
poppy,  and,  in  this  connection,  is  glad  to  call  at¬ 
tention  to  the  formal  letter  of  the  Persian  Govern¬ 
ment  addressed  to  the  President  of  the  Commission 
under  date  of  Tehran,  June  ist,  1926,  in  which 
it  is  stated  categorically  that  the  Persian  Govern¬ 
ment  has  the  intention  of  gradually  reducing  the 

1.  Official  Minutes,  Tome  I,  p.  27. 

2.  Leajtve  Doc.  C.580.M.219.1926.XI,  p.  54.  At  this  date, 
although  statistics  were  admittedly  inadequate,  the  gross  ex(x>n 
value  of  opium  was  estimated  at  about  $6,000,000  a  year. 


Iranian  government  criticized  the  report  of  the 
Commission,  stating:  “While  the  Persian  Govern¬ 
ment  has  accepted  unconditionally  to  propose  its 
reduction  programme  to  the  Medjless  ...  the 
Persian  Government  states  that  the  attainment  of 
this  aim  [tariff  autonomy]  is  an  indispensable  con¬ 
dition  if  the  Persian  Government  is  to  pursue  the 
policy  which  the  League  of  Nations  is  considering 
for  curtailment  of  the  production  of  and  commerce 
in  opium.”^  Thus  reduction  of  opium  production 
was  identified  with  the  political  problem  of  tariff 
autonomy,  and  there  the  matter  rested.  Records  of 
sub.sequent  meetings  of  the  Opium  Advisory  Com¬ 
mittee  show  no  evidence  that  changes  were  made 
in  fact  in  the  administration  of  the  opium  system 
implementing  Iran’s  unconditional  acceptance  of 
its  own  reduction  program,  although  Iran  gradu¬ 
ally  achieved  tariff  autonomy. 

Meetings  of  the  Opium  Advisory  Committee 
from  1928  on  were  deeply  concerned  with  the 
quantities  of  opium  leaving  Bushire,  Iran,  and 
arriving  at  various  undesignated  destinations 
throughout  the  world.  Iran  reported  1929-35  ex¬ 
ports  of  raw  opium  which  exceeded  by  700  tons  the 
quantities  reported  by  other  governments  as  hav¬ 
ing  been  received  from  Iran.'*  Discussion  in  the 
Committee  led  to  the  inference  that  most,  if  not 
all,  of  the  opium  passed  into  the  illicit  traffic.  The 
control  which  application  of  the  import-export 
certificates  exercised  on  the  legal  exp)ort  trade  was 
steadily  bringing  to  light  the  movement  of  smug¬ 
gled  opium.  Nevertheless,  Iran  continued  to  accept 
papers  signed  by  any  individual  or  group  as  valid 
import  certificates  in  spite  of  protests  from  govern¬ 
ments  adhering  to  the  treaty  system.  Complaints 
from  governments  that  Iranian  export  authoriza¬ 
tions  are  inadequate  and  ineffective  in  application 
continue  to  this  date.  Iran  has  not  ratified  the  1925 
Geneva  Convention,  which  would  bring  its  method 
into  line  with  that  adopted  by  all  other  exporting 
countrie.s.  A  free  hand  to  sell  to  any  and  all  buyers 
was  evidently  considered  more  profitable  to  the 
Iranian  opium  interests. 

No  answer  has  been  received,  in  spite  of  frequent 
reminders,  to  the  letter  from  the  American  govern¬ 
ment  (September  1944)  pursuant  to  the  Judd  Reso¬ 
lution  “to  urge  countries  producing  opium  to  limit 
the  volume  of  production  strictly  to  medical  and 
scientific  purposes.”’ 

3.  League  Doc.  A.66.1927.XI,  p.  3. 

4.  jinnual  Reports  of  Permanent  Central  Opium  Board, 

1939-1935- 

5.  As  this  goes  to  press,  word  is  received  that  a  private  mem¬ 
bers’  bill  has  been  presented  to  the  Ma/lis  prohibiting  opium 
cultivation  or  use.  The  American  government  will  doubtless 
follow  closely  the  fate  of  this  bill  and  its  subsequent  administra¬ 
tion,  if  passed. 


